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Utah Construction & Mining Co. Annual Report 


Utah Construction & Mining Co. 


Financial Highlights 


Net income 

Depreciation and depletion. 

Earnings per share 

Cash dividends per share. 

Net worth per share. . 

Net worth 

Common shares outstanding (Net of Treasury shares)... . 
Number of shareholders. . . 


1968 


$ 19,943,580 
$ 6,737,168 
4.64 

1.45 

$ 25.48 
$109,606,290 
4,301,970 
4,468 


1967 
$16,543,318 
$ 5,975,635 
$ 3.85 
$ 1.30 
$ 22.27 
$95,754,661 
4,300,239 
4,429 


This year’s cover is not, as you might assume, a busy freeway or a large 


municipal airport scene; it’s a nighttime view of Utah’s Lucky Mc ura- 


nium mine in operation. Throughout the night scrapers crisscross the 


mine pit, stripping overburden and exposing new zones of uranium 


mineralization. Utah’s operations encompass mining, construction, 


dredging and land development. Mining and construction take place 


on three continents and frequently require 24-hour-a-day operations. 


Utah /1968 


Your Company’s earnings again attained record levels in fiscal 1968, the 
fifth successive year of increased earnings. Consolidated net income 
amounted to $19,943,580 or $4.64 a share, a gain of 21% over the $16,- 
543,318 or $3.85 a share results of 1967. 

In June the quarterly dividend on Utah’s common stock was increased 
from $0.30 a share to $0.35 a share and in September an extra dividend 
of $0.15 a share was declared. Thus, total dividends paid in fiscal 1968 
amounted to $1.45, compared to $1.30 in fiscal 1967. This year marked 
the eighteenth consecutive year in which dividends have been increased. 
In the five-year period from 1964 through 1968 dividends paid increased 
more than fifty per cent. 

During the past several years Utah has begun the development of 
mineral properties which should provide significant additions to earn- 
ings in the years ahead. A more descriptive discussion of each of these 
can be found in the supplement at the rear of this report. In order to 


bring these properties into production substantial amounts of capital 


At our Cedar City Iron Ore Mine in Southern Utah a power shovel prepares to load ore into waiting trucks 
for transport to the beneficiation plant. Each day approximately 1,800 tons of ore are mined and beneficiated. 


totaling in excess of $180 million will be required over the next five 
years. To assist in meeting these requirements Utah International Finance 
Corp., a wholly owned subsidiary, was incorporated in July. This sub- 
sidiary has arranged for $80 million in Euro-Dollar credits for the financ- 
ing of the initial stages of our Australian mining expansions. The $80 
million is composed of $50 million in bank borrowings and $30 million 
in 534% Subordinated Guaranteed Debentures, all guaranteed by the 
parent company. The Debentures were sold on September 19, 1968, and 
are due September 15, 1983. Additionally, they are convertible on or 
after April 1, 1969, and on or prior to September 15, 1983 into the Com- 
mon Stock of Utah Construction & Mining Co. at $111.00 per share. This 
financing is in addition to the $25 million 5% Convertible Subordinated 
Debentures issued November 21, 1967, which was reported to you in 
last year’s Annual Report. 

In August we also announced our intention to apply in January 1969 
for the listing of Utah’s common stock on the New York Stock Exchange. 
At the same time we also intend to list the 534% Subordinated Guaran- 
teed Debentures of Utah International Finance Corp. 

An additional step was taken during the year to enhance Utah’s finan- 


cial flexibility. At the special shareholders’ meeting held on March 14, 


Ore deliveries from Cedar City conform to rigid specifications. Hence testing is an important and necessary 
part of our operation. Here a crucible containing iron ore is withdrawn from a furnace in a silica content test. 


1968, the authorized common stock of the Company was increased from 
10 million to 20 million shares. Also, at the same time a new class of 
one million shares of preferred stock was authorized. 

On December 13, 1968 we announced a 8 for 1 stock split-up to be 


effected in the form of a stock dividend. 


Mining 

The backlog of mineral sales at October 31, 1968, excluding the sales 
of our affiliates, Marcona Corporation and Pima Mining Co., was $1.1 
billion, about the same as last year. New additions approximately equaled 
deliveries against existing contracts. The additions were primarily at- 
tributable to five new mineral sales contracts, three from our Lucky Mc 
uranium operations and two from the Mt. Goldsworthy iron ore project. 

The first of the new uranium concentrate sales was a contract entered 
into with the Sacramento Municipal Utility District. The agreement calls 
for shipments ranging in quantity from a minimum of 950,000 pounds 
to amaximum of 1,100,000 pounds of uranium concentrate during 1971. 
Utah also concluded another sale of uranium concentrate to the General 
Electric Company. The latest contract calls for the delivery of 1,000,000 
pounds of concentrate in 1972 and is in addition to 7,000,000 pounds 


In northwestern New Mexico, a 120 ton coal hauler carries steam coal from the Navajo Mine to the Four 
Corners Power Plant. Each day a fleet of 5 haulers delivers approximately 5,000 tons of coal to the powerplant. 


scheduled for delivery between October 1968 and December 1975 under 
the two previous sales agreements. The third new sale is to Nordost- 
schwerzerische Kraftwerke A. G. Baden, Switzerland, of 500,000 pounds 
with delivery commencing in July 1969. 

This year profits from our uranium operations were above those of 
last year. As of October 31, 1968, Utah’s backlog of sales of uranium 
concentrate for future delivery was approximately 11.7 million pounds 
compared to 11.3 million pounds at the end of 1967. Next year earnings 
from our uranium operations are expected to decline primarily because 
of the price reduction applicable to the sales to the Atomic Energy Com- 
mission. This decline will be partially offset by sales at higher volumes 
and at higher prices to commercial customers and utilities. We believe 
the market outlook for uranium oxide during the 1970’s is excellent and 
we are now proceeding with the development of an open pit mining 
operation at our Shirley Basin property in Wyoming. Substantial new 
nuclear power plant announcements in 1968, coupled with those of the 
past two years, continue to provide a solid basis for expansion. 

The Mt. Goldsworthy Mining Project (one-third owned by Utah) lo- 
cated in Western Australia accounts for the other two major additions 


to our mineral sales backlog. Such contracts for delivery of iron ore to 


At our Lucky Mc Mine near Riverton, Wyoming, uranium bearing ore is mined selectively by backhoe. For 
each ton of ore mined and delivered to the mill only a few pounds of uranium concentrate will be produced. 


Japanese steel mills by the co-owners Taye a total sales value in excess 
of $90,000,000 and will raise the output of the mine under long-term con- 
tracts to approximately 4,200,000 tons annually by 1970 (not including 
possible spot sales). One series of contracts calls for the delivery of 10 
million tons of Goldsworthy ore, consisting of 5 million tons of lump ore 
and 5 million tons of fines, scheduled over ten years commencing Octo- 
ber 1, 1969. The other commitments are for 1,050,000 tons of iron ore 
fines; deliveries began during July 1968 and extend to March 1973. The 
original commitments call for delivery of 2.5 million tons per year of 
lump ore and subsequent contracts call for delivery of 500,000 tons per 
year of iron ore fines. Such contracts terminate March 31, 1973. A $3 
million tertiary crushing and screening plant at the port ore terminal is 
under construction to accommodate deliveries under the new contracts. 
The Mount Goldsworthy Mine, owned equally by Utah Construction & 
Mining Co., Cyprus Mines Corporation and Consolidated Gold Fields 
Australia Limited, is currently operating under two basic series of con- 
tracts for delivery of ore to Japanese steel mills. 

Earnings from Mt. Goldsworthy increased substantially in 1968 as a 
result of expanded sales and lower unit production costs. Shipments of 


iron ore from the project for all co-owners including spot sales during our 


The Blackwater Mine in Queensland, Australia, is now mining coking coal at an annual rate of 1.5 million 
tons to be increased to 2.4 million tons in 1970. Here an exposed seam of coal is mined by a power shovel. 


fiscal year totalled 4,235,000 tons. 

Utah’s domestic iron ore interests at Cedar City, Utah, were more 
profitable in 1968 than in the previous year. The gain was attributable 
to increased iron ore sales from our Iron Springs Mine. The U. S. Steel 
Corporation purchases iron ore from our Cedar City reserves under a 
contract which runs until 1975. 

Profits from our Navajo Mine in the Four Corners area of New Mexico 
were below those recorded last year as a result of a reduction in coal 
deliveries. Deliveries during the year were approximately 2.30 million 
tons compared to 2.45 million tons in 1967. Arizona Public Service Com- 
pany has three generating units totalling 575,000 KW capacity in opera- 
tion, which normally require deliveries of 2.5 million tons of coal annually 
from the Navajo Mine under a 35-year contract. Two new generating 
units, each of 755,000 KW capacity, are now being constructed adjacent 
to the Arizona Public Service Company units. They are owned jointly by 
Southern California Edison Company, Arizona Public Service Company, 
Salt River Project, Public Service of New Mexico, Tucson Gas and Elec- 
tric Company and El Paso Electric Company. Pursuant to the terms of a 
second 35-year contract which was signed in 1966, the Navajo Mine will 


also supply coal required to fuel these additional units starting in the 


Pima Mining Company, an affiliate, produces copper in Arizona. In our fiscal 1968 Pima produced 126.7 
million pounds of copper and 1.3 million pounds of molybdenum. Below, shovel loads 100 ton ore trucks. 


spring of 1969. By mid 1970 coal deliveries from the Navajo Mine under 
the requirements of both contracts will advance to a yearly rate of 8.5 
million tons, and this output will be higher than that of any other coal 
mine operating in the United States. 

The Navajo Mine has committed under these contracts approximately 
326 million tons of the total strippable reserves of 1.1 billion tons. We are 
actively seeking markets for the remaining 774 million tons of uncom- 
mitted reserves. 

The Blackwater Mine, located in Queensland, Australia, completed its 
first year of operation. Coking coal shipments from this mine commenced 
in January and totalled 833,000 long tons for the fiscal year. By 1970 its 
yearly output will increase to 2,400,000 long tons to fulfill long-term sales 
contracts with the Japanese steel industry totalling 21.7 million long tons 
over a ten-year period. 

Utah also holds exploration rights over a large area in Central Queens- 
land north of the Blackwater Mine. In 1966 Utah entered into a joint ven- 
ture agreement with Mitsubishi (Australia) Pty. Limited, a subsidiary of 
Mitsubishi Shoji Kaisha, Ltd., the prominent Japanese trading company, 
to conduct exploration and develop mines in this area. Utah controls 85 


per cent of the joint venture which has recently discovered some of the 


Ability to move bulk commodities by economical sea transport is vital. Our affiliate, San Juan Carriers, 
provides us with this capability with ships like the 106,000 deadweight ton “San Juan Exporter" below. 


world's largest new deposits of coking coal in Central Queensland, Aus- 
tralia. An agreement has been reached with the Queensland Government 
which was ratified by Parliament giving the joint venture mining rights 
within the area. We have started negotiating for long-term sales contracts 
in the Japanese market. 

Last year we reported to you that our geologists had discovered copper 
mineralization on properties within the “Bay Claims” now known as 
“Island Copper” located on Rupert Inlet at the northern end of Vancouver 
Island in British Columbia, Canada. During the past year we conducted 
further exploration and other work on these properties. We have now 
established that these claims contain proven and probable ore reserves 
of approximately 180 million tons assaying .52% copper and .025% 
molybdenum sulfide with minor precious metal values. 

Utah also controls other properties in the United States which contain 
substantial reserves but for which markets have not yet been established. 
These include the Dayton iron ore deposit in Western Nevada (jointly 
owned with Cyprus Mines Corporation), a coal deposit at Craig, Colorado, 
200 miles west of Denver, and a coal deposit near Kanab in southern Utah. 

Our mineral exploration programs have been rewarding and in 1968 


we continued our search for various metals and non-metallics, including 


Utah's affiliate, Marcona Mining Co., mines and beneficiates high grade iron ore, shipping 8,347,000 tons 
during our fiscal year 1968. Shown is the rod and ball mill installation at the San Nicolas, Peru, facilities. 


10 


iron, coal, copper, tin, uranium and precious metals. Particular emphasis 
has been placed on uranium as we anticipate a lively market for this 
mineral in the future. Exploration and geologic efforts are being carried 
on in the western United States, Canada, South America, the Middle East, 


and Australia. 


Marcona 


Marcona Corporation, a 46% owned affiliate, achieved record earnings 
during Utah’s 1968 fiscal year. Utah’s share of the consolidated earnings, 
after provision for distribution taxes, amounted to $8,004,000, a gain of 
26 per cent over the comparable $6,352,000 which was Utah’s share in 
1967. 

Marcona Mining Company, a wholly owned subsidiary of Marcona 
Corporation, shipped 8,346,000 tons of iron ore from its San Nicolas, 
Peru, facilities during Utah’s fiscal year, an increase of 5 per cent over 
the same period in 1967. As of October 31, 1968, Marcona’s backlog of 
iron ore sales amounted to 56.5 million tons deliverable over the next 10 
years. This backlog, a major portion of which is committed to the Japanese 
steel industry, represents sales revenues of approximately $660,000,000. 


An improvement in earnings largely attributable to reduced unit produc- 


Port Hedland, Western Australia, provides a shipping terminus for the Mt. Goldsworthy Iron Ore Mine. 
Trains carry ore 70 miles from mine to port, where it is stockpiled and reclaimed prior to loading on ship. 


tion costs was realized this year by Marcona. 

A future expansion program for Marcona Mining Co. is in the plan- 
ning stage. It is contemplated that annual production capacity would be 
increased from 8 to 10.5 million tons at a total capital cost approximat- 
ing $25 million. The project would expand fine grinding and magnetic 
concentrating capacity to increase production of pellets by 700,000 tons 
to a new annual capacity of 4 million tons. Concentrate production 
capacity would be increased by 1.8 million tons. The project includes 
facilities for handling and shipment of concentrates in slurry form. 

In June of this year Marcona completed the discharge of the world’s 
first ocean shipment of iron ore slurry to pelletizing plants at Kawasaki 
Steel Co. in Chiba, Japan. More than a year of planning, designing and 
testing preceded this first shipment in slurry form. Iron ore slurry requires 
only pumps and pipes for discharging thereby eliminating the need for 
high cost cranes and grab buckets currently required to off-load dry car- 
goes of iron ore. This method of transportation can also allow ships to 
be loaded offshore, thereby eliminating the need for dredging harbors. 

Regular and continuing shipments of iron ore in slurry form are planned 
for delivery of Marcona iron ore concentrate to the Oregon Steel Mill’s 


plant at Portland, Oregon, under long-term contract. 


At River Mountain, Nevada, Utah is boring a four mile tunnel for the Southern Nevada Water Project. Instead 
of using conventional tunneling methods we are excavating with a 12 foot diameter rotary boring machine. 
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Marcona Corporation’s other principal subsidiary, Cia San Juan, S.A., 
furnishes marketing and ocean shipping capabilities for Marcona Mining 
Company and also for the Mount Goldsworthy iron ore mine. A subsidiary 
of Cia San Juan, S.A., San Juan Carriers, Ltd., owns a fleet of seven 
vessels especially designed for the iron ore trade. Most of the ships in 
the fleet are large combination ore-oil carriers. The newest vessel, the 
106,000 DWT San Juan Exporter, was put into service in November 1967. 
It is the largest specialized ore carrier in the world and brings the capacity 
of the owned fleet to 498,000 DWT. Additionally, San Juan Carriers 
directed a fleet of 12 ships under long-term charter or contracts of 
affreightment. 

During 1967, contracts were concluded for the construction of three 
130,000 DWT ore-oil carriers in Japanese yards. Two of these vessels are 
scheduled for delivery in 1969 and the third in 1970. The addition of 
these three ships will bring San Juan’s total owned fleet capacity to about 
890,000 DWT. 

Cia San Juan, S.A., recorded improved earnings in 1968 largely attribu- 
table to increased sales. San Juan Carriers, Ltd. reported decreased earn- 
ings as profit margins declined from the abnormally high levels attained 


in the months which followed the closing of the Suez Canal in 1967. 


On New Zealand's South Island we are nearing completion of work on the Manapouri Power Project machine 
hall. This hall will house seven generating units which will provide 700 megawatts of new electric energy. 


In November 1967 an agreement was reached with a group of investors 
under which Marcona Corporation obtained an option to acquire a con- 
trolling interest in Compania Minera Santa Adriana, which carries on a 
salt mining operation in northern Chile. The new company controls major 
deposits of fine quality rock salt located just fifteen miles from the deep- 
water port of Patillos, Chile. This location combined with Marcona’s low 
cost ocean transportation capabilities permits Santa Adriana to deliver 


salt to world markets at highly competitive prices. 


Pima 
Pima Mining Company which produces copper and molybdenum concen- 
trates in southern Arizona recorded earnings below those of last year. 
Utah’s 25 per cent share of Pima’s earnings after provision for distri- 
bution taxes amounted to $2,476,000, a 16% decrease from last year’s 
record performance of $2,949,000. Although Pima was not directly in- 
volved in the copper industry strike of last year and early months of 
1968, it had to stockpile concentrates for about 9 months pending return 

of the smelters and refineries to work. 
In 1968 a major expansion program was completed at Pima. The milling 


capacity at the mine is now in the range of 36,000 tons of ore per day and 


At the Manapouri Power Project two workers weld a section of one of seven giant penstocks which will carry 
Lake Manapouri water to seven hydroelectric turbines located in the machine hall 600’ below the lake surface. 
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the annual production of copper is approximately 125 million pounds. 
Completion of the expansion program enables Pima to produce profitably 
copper from lower grade reserves which are sufficient to support the 


expanded level of operations for at least seventeen years. 


Construction 


The Company’s construction activities performed satisfactorily, although 
gross income was below the level attained in the prior year. Significant 
gains in profits from dredging activities and Australian operations were 
realized but these were offset by a decrease in revenue and profits from 
domestic and New Zealand activities. The backlog of unperformed con- 
struction and dredging work at year’s end amounted to $89,816,000, a 
decrease from the $122,311,000 at 1967 year end. The current backlog 
consists of 88 per cent negotiated and cost protected work as compared 
to 85 per cent last year. 

In March, Utah was awarded a contract for the construction of the 
River Mountains Tunnel in southern Nevada. This tunnel, part of the 
Southern Nevada Water Project, will bring water from Lake Mead to an 
area which includes Las Vegas Valley basin. 


The overall project includes intake facilities on Saddle Island in Lake 


Utah's Australian construction activity ranges from dams and railroads to industrial and agricultural facili- 
ties. Shown below is a grain storage facility erected for an agricultural cooperative in Western Australia. 


Mead, seven pumping plants, a regulatory reservoir, about 33 miles of 
pipeline, and a four mile tunnel. Utah’s contract covers the construction 
of the tunnel and outlet portal structure. A tunnel boring machine is used 
to perform the excavation of the twelve foot diameter circular tunnel 
which will be concrete lined to ten feet in diameter. The machine is 
guided through the mountain by a laser beam initially projected from 
the tunnel entrance. 

Other major construction activities now in progress include a dredging 
project at Port Hedland, Western Australia, for Mt. Newman Mining Co. 
Pty., an expansion of mining facilities at the El Teniente copper mine in 
Chile for Sociedad Minera El Teniente S. A., a corporation owned by the 
government of Chile and Kennecott Copper Corporation; and work on 
the Manapouri Tailrace Tunnel and West Arm Powerhouse in New 
Zealand. Additionally, our domestic construction organization is per- 
forming the expansion work at the Navajo Mine. 

In late 1968 the construction division’s Australian branch was awarded 
a number of new contracts. The largest of these was for the construction 
of Forrestfield Rail Yard in Perth for the Western Australian Government 
Railways. The contract covers construction of the railroad site, including 


330,000 cubic yards of grading, paving and drainage. Another contract 


Utah is active in mine development for other companies. In Peru we are building a road to provide access 
for construction of mine facilities adjacent to the Cuajone copper deposit for Southern Peru Copper Co. 
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calls for the design and construction of railroad bridges near Port Hed- 
land, Western Australia, for Goldsworthy Mining Limited. 

Utah was also successful in securing a subcontract to clear the right 
of way, preliminarily grade and backfill 510 miles of pipeline between 
Moomba and Adelaide in Southern Australia. Two contracts have been 
awarded by Western Mining Corporation, Ltd., in Kalgoorie, Western 
Australia. One involves constructing the expansion of their Kambalda 
Ore Concentrator, and the other is for constructing the Kambalda Diesel 
Power Station, including foundation. Another contract is for the design 
and construction of a warehouse for Goodyear Tyre & Rubber Co., in 
Port Hedland. Utah’s Australian construction operations are expanding 
the Blackwater Coal Washing Plant in Queensland and the Mount Golds- 


worthy iron ore project. 


Haas & Haynie 


During the past year Utah acquired a 50 per cent interest in Haas and 
Haynie Corporation and Utah as a limited partner is participating in new 
work with Haas and Haynie Corporation. This transaction will have the 
effect of materially increasing Haas and Haynie’s financial capability to 


compete for additional construction projects. Haas and Haynie Corpora- 


Utah's largest land development project is Bay Farm Island, located on the San Francisco Bay near Alameda, 
where our dredge “Franciscan,” is filling 893 acres of tidelands. Land sales are scheduled to start in 1970. 


Pr na Saga 


tion, whose predecessor companies date back to 1898, specializes in con- 
struction of high-rise office and apartment buildings, hotels, airports and 
aviation facilities. It has also engaged in several urban redevelopment, 
shopping center and other commercial and light industrial projects. In 
conjunction with Utah it is currently building maintenance facilities for 
Pan American World Airways at the San Francisco International Air- 
port and Kaiser Aluminum and Chemical Company’s Research Center at 
Pleasanton, California. Four new projects have recently been awarded. 
They include the construction of three large hotel-style buildings in 
Hawaii and an expansion of Continental Airlines service facilities at 


the Los Angeles International Airport. 


Land 


Utah’s land activities recorded slightly higher earnings in 1968 than in 
the previous year. The improvement over last year’s performance was 
primarily attributable to increased sales activity at our industrial parks. 

During the year, 27 acres were sold at Utah’s El Segundo Industrial 
Park, leaving an inventory of 50 acres at year’s end. At our other indus- 
trial park located in South San Francisco, 28 acres remain in inventory 


after the sale of 23 acres during the year. 


The Fontana complex offers unexcelled views of San Francisco Bay and convenient location to Ghirardelli 
Square and downtown San Francisco. A cooperative apartment selling program is underway in Fontana East. 
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In 1965 Utah acquired approximately 468 acres of prime residential 
lands at Roseville, near Sacramento, California. A sales program was 
commenced in 1966, but sales were disappointing. During the year an 
option for 142 single family lots was taken by a builder. Model homes 
were built and a new sales effort is in progress. However, the Sacramento 
area has a surplus of new homes and sales may be slow for some time. 

Seven acres of land were sold from our small remaining acreage in the 
South Shore at Alameda, California. Less than 14 acres of land now 
remain out of 313 acres in this project and virtually all this land is under 
option to a builder who has started construction on a total of 600 apart- 
ment residences. 

Expansion of the Company’s shopping center at Alameda was under- 
taken during the year. Twin theatres and new stores were completed 
during the year and a new deluxe restaurant is under construction. 

The filling and development of approximately 893 acres of tidelands 
at Bay Farm Island proceeded on schedule. Over 20 million cubic yards 
of material had been placed by Utah’s dredge, “Franciscan”, by the close 
of the fiscal year, and the fill will be completed as planned by December 
1968. Land should be available for sale to builders early in the fall of 1969. 


During the year, Utah entered into a joint venture for the acquisition 


Industrial parks occupy an important place in Utah’s land inventory. Shown here is the El Segundo In- 
dustrial Park located near the Los Angeles International Airport. Sales at this park were brisk last year. 


of the Fontana East Apartments in San Francisco. Fontana East, consist- 
ing of 126 luxury apartments, is ideally located near Ghirardelli Square 
and has a panoramic view of the San Francisco Bay and the City. A stock 
cooperative plan has been developed and sales are under way. The Fon- 
tana apartments offer the last opportunity for apartment living virtually 
at water-side on the San Francisco Bay, as restrictive zoning require- 
ments passed since the Fontana East was built preclude any further high 
rise construction on the waterfront. 

Utah has continued to participate in the development of retirement 
residences. The most recent project is The Tamalpais, a 279-unit 12-story 
apartment complex, located at the base of Mt. Tamalpais in southern 
Marin County, California which will be completed in early 1969. 

At our Vandenburg Village development near Lompoc, California, sales 
activity was encouraging for the second consecutive year. The land divi- 
sion also acquired 630 acres of undeveloped virgin forest land 82 miles 
east of Los Angeles near Lake Arrowhead. The project, now called Moun- 
tain Park, is in the preliminary planning stage. 

At Pauma Valley, near Mt. Palomar in Southern California, our country 
club and residential development program continued to make progress 


during the year, but the project has as yet not realized the level of profita- 


Utah’s latest retirement residence participation is the 12-story Tamalpais located north of San Francisco at 
the base of Mt. Tamalpais. The circular structure to the left houses a convalescent hospital and dining room. 
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bility which we have programmed for it. We believe that our lot sales 
will improve during the next year as Pauma is recognized as one of the 
prime quality recreation communities in California. It offers to an increas- 
ing membership an ideal location near to the major metropolitan areas 
of Southern California, a unique climate and unparalleled service. In 1968 
our model home program was continued; eight new model cottages and 
one new model residence were built. Three of these have been sold or 
are in escrow, some before completion. Earlier, eight condominium units 


were built and sold as part of the model home program. 


Personnel 


During the year a number of organizational and managerial changes were 
made. Mr. Alexander M. Wilson was elected Executive Vice President 
and became a member of Utah’s Board of Directors and Executive Com- 
mittee. In his new position he is responsible for all domestic and foreign 
operations of the Company including mining, construction and land 
development, and reports to the President and General Manager. Mr. 
Edwin C. De Moss, Vice President, was promoted to Manager of the 
Mining Division succeeding Mr. Wilson. Mr. John S. Anderson, Vice 


President, is now responsible for all domestic mining operations and 


Northeast of San Diego at the base of Mt. Palomar is Pauma Valley, a unique leisure community centered 
around an 18-hole golf course and clubhouse. Residential property fronting the fairways is being sold. 


Mr. Keith G. Wallace is in charge of Australian mining operations. Mr. 
Boyd C. Paulson was elected Vice President and will continue to act as 
assistant manager of operations in the Construction Division. 

The year 1968 recorded significant accomplishments for Utah, achieved 
by the skills, enthusiasm and tireless efforts of the people who make up 
Utah Construction & Mining Co. They made the year most successful in 
both qualitative and quantitative terms. We are confident that we possess 
the organization and assets with which this success can be continued. 
We look forward to meeting the challenges and opportunities which 1969 
will bring. 


Sincerely, 


Chairman of the Board President and General Manager 


From the left, Executive Vice President Alexander M. Wilson, President and General Manager Edmund W. 
Littlefield and Chairman of the Board Marriner S. Eccles. 
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Utah Construction & Mining Co. and Subsidiaries 


Consolidated Balance Sheets — October 31: 


Assets 
1968 1967 

Current Assets: 
Gea nec sist aseicns eistcrsiaessnvcess ove genes) Pelso rc ou asalraininialardncsie $ 5,528,795 $$ 4,481,333 
Marketable securities, at cost which approximates market. 42,419,207 3,918,348 
Accounts and notes receivable from operations.......... 15,594,514 14,088,455 
Inventories, at the lower of average cost or market— 

MUD Dive ateieie sloie saint einsutele o mtakolotatelatare siNsielsiatajeseeiarnisintsin 6,065,154 4,534,127 

CONSERUCTION Gf ale/e sls ois siols xermle wivlale su aix/ecalae ots /sisis’n «)eteiie 1,050,709 1,283,884 
TOP AlHOXPEMSOS tesla: x aietojais(nin aie ole mcoiaiessivis/ivlehetwieisivinreleteeinie 1,825,160 2,190,494 

Totalucurrent: Assets vialeierers eis viers)als o's erleleietel=)=is $ 72,483,539 $ 30,496,641 

Investments: 
Affiliated companies (Note 1)...........0-eeeeeeeeeeees $ 65,218,187 $ 56,519,322 
Equity in joint ventures and limited partnership.......... 2,159,727 5,229,002 
Land and real estate— 

Real estate held for development and sale............. 31,064,594 26,492,518 

Tiandhaldifior investments as). «eles stc'sicls a c'ele einieiele s)he 2,687,314 1,056,886 


Improved real estate held for investment, less accumu- 
lated depreciation of $2,467,310 in 1968 and $2,292,151 
LV SRR OAC ort OTC RUC CIO IO ES oe: ORCAS 8,701,148 8,879,962 


$109,830,970 $ 98,177,690 


Other Assets: 
Bong-torm receivables cca cteee<tsj-icicie sel eierorate mateersinistelets ems $ 16,978,222 $ 8,741,044 
(OMT are Stee COC HGNUMORCODDOT COCR pre On aun cone E 2,034,058 1,769,354 


$ 19,012,280 $ 10,510,398 
Construction and Mining Equipment and Facilities, at cost: 


Construction equipment and facilities......... $ 21,026,127 $ 18,680,336 


Mining lands, leases and development costs... . seis 15,927,721 12,197,619 
Mining equipment and facilities..................+-.0- 54,036,493 42,492,131 

$ 90,990,341 $ 73,370,086 
Less—Accumulated depreciation and depletion (Note 4)... 39,071,764 34,406,540 


$ 51,918,577 $ 38,963,546 
$253,245,366 $178,148,275 


The accompanying notes are an integral part of these balance sheets. 


Auditors’ Report 


To the Shareholders and Board of Directors, 
Utah Construction & Mining Co.: 


We have examined the consolidated balance sheets of Utah Construction & Mining Co. (a Delaware 
corporation) and subsidiaries as of October 31, 1968 and 1967, and the related statements of income, capital 
surplus, earned surplus, and sources and applications of funds for each of the years then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. We did not examine the financial statements of affiliated companies (see Note 1 to the 
consolidated financial statements) but were furnished with reports of other public accountants thereon. 

In our opinion, based upon our examination and the reports of other public accountants, the accom- 
panying consolidated balance sheets and statements of income, capital surplus, earned surplus, and sources 
and applications of funds present fairly the financial position of Utah Construction & Mining Co. and sub- 
sidiaries as of October 31, 1968 and 1967, and the results of their operations and the sources and applications 
of funds for each of the years then ended, in conformity with generally accepted accounting principles 
applied on a consistent basis during the two years. 


San Francisco, California 


Liabilities and Capital 


Current Liabilities: 
Bank loans, notes and contracts payable, and current por- 

tion of long-term liabilities 
Accounts payable 
Accrued liabilities 


Long-term Liabilities, net of current portion (Notes 3 and 6): 
WRBSCNLS con cess see tijais aia eine Ha waa an wees awe 
Assessment liens, purchase money obligations and other 

notes, secured only by related land and real estate...... 


Reserves and Other: 


Deferred income taxes (Note 5) 
Other 


Contingent Liabilities and Commitments (Note 8) 


Stockholders’ Investment: 
Preferred stock, without par value— 
Authorized 1,000,000 shares; issued—none............ 
Common stock, par value $2 per share (Note 3)— 
Authorized 20,000,000 shares in 1968 and 10,000,000 
shares in 1967 
Issued 4,304,237 shares in 1968 and 4,304,206 in 1967... . 
Spiral pUrp lS eye = ete iets sane ais eieiAine ny aeie eve sale sei ies 
Earned surplus, including equity in undistributed earnings 
of affiliates (Notes 1 and 6).............000ccecececees 
Treasury stock, at cost — 2,267 shares in 1968 and 3,967 
shares in 1967 


The accompanying notes are an integral part of these balance sheets. 


1968 


$ 3,662,464 
4,751,597 
6,848,042 
2,187,957 


$ 17,450,060 


$ 94,029,000 


20,582,323 
$114,611,323 


$ 3,418,250 
__ 8,159,443 
$ 11,577,693 


8,608,474 
3,018,371 


98,037,888 


(58,443) 


$109,606,290 
$253,245,366 


1967 
$ 4,671,906 
5,479,386 
4,656,936 
5,868,605 
$ 20,676,833 
$ 38,800,000 
14,080,383 
$ 52,880,383 
$ 2,250,970 
6,585,428 
$ 8,836,398 

$ a 
8,608,412 
2,916,893 
84,331,625 
(102,269) 
$ 95,754,661 


$178,148,275 


Statements of Consolidated Surplus for the Years Ended October 31: 


Capital Surplus 

Balance Beginning of Years)... 6. ssi.cecees esiey cas eee nine 

Add: 

Excess of consideration received over cost of 1,700 shares of 
ARGRBUNY SLOCKISOLG scoharifatass £c's,«|ocm 0.4 !n:9/v ese eislacwal die daieie «i's 

Excess of consideration received over par value of 31 shares 
of common stock issued upon conversion of debentures. . . 


BAAN EGG OMMK GAN ys cries sires ae ac alas sles ons hems tant 


Earned Surplus 


Balance Beginning of Year i 
Add'—Noatincomerncs sk secs tee oleh cere onda Ae 


Deduct — Cash dividends ($1.45 per share in 1968 and $1.30 
Or NARS We R MO calls sas nin citeioion savin nano hetueuuene 


Balance End of Year, including equity in undistributed earn- 
ings of affiliates (Notes 1 and 6)................0000000 


The accompanying notes are an integral part of this statement. 


1968 


$ 2,916,893 


98,549 


2,929 


$ 3,018,371 


$ 84,331,625 


19,943,580 


$104,275,205 


6,237,317 


$ 98,037,888 


1967 


$ 2,916,893 


$ 2,916,893 


$73,378,618 
16,543,318 


$89,921,936 
5,590,311 


$84,331,625 
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Utah Construction & Mining Co. and Subsidiaries 


Statement of Consolidated Income for the Years Ended October 31: 


1968 1967 
Income: 
Gross revenues from operations (Note 7)........---++-++++ $118,267,808 $113,301,154 
Casta and OxPOnses ac rcretsrercieisisiare/ecalnis ste ccels 41a wise wit/aje vine nies 101,268,952 100,084,126 
Gross profit from operations............--.0+++ees $ 16,998,856 $ 13,217,028 
Equity in net income of— 
PATHE Gad (INGLOT L) ihe sel sterersse!vveiel ols Vove%=Vasecbip ntedajoie, sin sa\alaeie ee 11,968,120 10,434,341 
Joint ventures (proportionate share of gross revenue ap- 
proximately $24,000,000 for 1968 and $35,000,000 for 
1967) (Note 7) 3,342,023 3,550,898 
Gain (loss) on sale of equipment and investments. : (187,496) 280,023 
Interest ....... Sem 3,027,095 1,386,454 
Other income Ar 1,130,858 531,869 
Gross profit and other income...........-.+. Sesteiare $ 36,279,456 $ 29,400,613 
Expenses: 
General and administrative. . . $ 4,804,030 $ 4,336,442 
Employees’ retirement plan provision.............--+++++ 885,000 820,000 
Unitereatertemcysi cross (a sietatinials atte aisisveisia siaje wibla'e iva sissies 4,509,846 3,100,853 
$ 10,198,876 $ 8,257,295 
Net Income Before Income Taxes................66000055 $ 26,080,580 $ 21,143,318 
Provision for Income Taxes (Note 5) iy 6,137,000 4,600,000 
INGE UNCON ea rererc.e ws ets tote e\e/a = al afodaa ruehalssapalehitacete) aio (sa SceTern'e (6 $ 19,943,580 $ 16,543,318 
Net Income Per Share (Based upon weighted average) 
(Note 2): 
Shares outstanding during the period..................- $4.64 $3.85 
Assuming full conversion of convertible debentures...... $4.47 $3.85 


The accompanying notes are an integral part of this statement. 


Statement of Sources and Applications of Funds 
for the Years Ended October 31: 


1968 1967 
Funds were provided from: 
INGHINGOMB cae sanrsniiyitsselkiesauee s vjsataeelid alata ela vince %s owas aye $19,943,580 $16,543,318 
Add—Depreciation and depletion, expenses not requiring 
AN GXPONGICULGOLAUNGG! j\seisia's aslaieielsivtere vintelele erste erary oe 6,737,168 5,975,635 


$26,680,748 $22,518,953 
Increase in long-term liabilities— 
Saleiofidebantures asses ciatei-sisiareccia'eie'w'« ctelnje/ors'e wieiera)aiaialie 54,997,000 — 


Loan from insurance company..............- - _ 5,000,000 
(JME NC): adanc.ctorace fonnoaanonreticne coun . 9,620,601 1,590,372 


Decrease in investment in joint ventures 3,134,275 5,294,588 
Total funds provided................00005 Nee ya fears $94,432,624 $34,403,913 


Funds were used for: 
Increase in net investment in— 


PATE UBB iets iets srerioisis carsieveine secrets sisiv ¢-esie eresiis sales eevee $ 8,698,865 $ 8,280,491 
Maricand reall Catalase. ererats cxavasuinsannjarvcn’o;siaie?aseie-4 sole) oie wiAinn 6,224,650 4,694,119 
Construction equipment and facilities................. 3,673,460 3,443,216 
Mining lands, leases and development costs............ 2,748,300 1,126,906 
Mining equipment and facilities 12,029,031 9,492,037 
OMeraseetstas scale hero sieus ssse 9,607,330 2,653,064 


6,237,317 5,590,311 


Motallitands Wsediraeite oe cla recanueiese ive slate cel siete voen ecesattters $49,218,953 $35,280,144 
Net increase (decrease) in working capital....... ata ecs $45,213,671 $ (876,231) 


The accompanying notes are an integral part of this statement. 


Notes to Consolidated Financial Statements— October 31, 1968 


1. Principles of Consolidation: The consolidated financial statements include the accounts of Utah Construc- 
tion & Mining Co. and all subsidiary companies (‘‘the Company"), after elimination of significant intercom- 
pany items and transactions. In addition, the statements include Utah's equity in the net earnings of affiliated 
companies in which Utah does not have a majority interest. These affiliates are in the nature of joint venture 
corporations and therefore Utah's equity in these companies has been treated in the same manner as equity 
in joint venture partnerships. Equity in such earnings is recorded based upon the affiliates’ audited financial 
statements as of their most recent fiscal year-end and upon subsequent interim reports submitted by the 
respective companies. Estimated income taxes payable on such earnings when distributed have been pro- 
vided in the accompanying financial statements. The composition of Utah's investment in affiliated com- 
panies at October 31, 1968 and 1967, is as follows: 
1968 1967 
$53,961,161 $45,776,801 
4,551,864 3,816,369 
$49,409,297 $41,960,432 
15,808,890 14,558,890 
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Total equity in undistributed earning of affiliates 
Less—Estimated income taxes payable upon distribution of earnings 

Included in earned surplus . 
Cost of investments 


The following is a summary of the unaudited consolidated balance sheets of Marcona Corporation, the 
Company's most significant affiliate (46°/o equity owned), at October 31, 1968 and 1967: 


1968 1967 
Current assets .... $ 39,485,000 $ 34,837,000 
Other assets .. 141,397,000 132,031,000 


$160,682,000 


$ 29,311,000 $ 27,602,000 
35,111,000 38,944,000 
116,460,000 100,322,000 


$180,882,000 $166,868,000 


Current liabilities ... 
Long-term liabilities . 
Stockholders’ investment 


Marcona Corporation's consolidated net income (unaudited) was $20,138,000 and $19,103,000 for the years 
ended October 31, 1968 and 1967, respectively. 

The accounts of foreign branches, subsidiaries and affiliates have been translated to U.S. dollars at the 

exchange rates in effect at the respective year-ends. Fluctuations in these exchange rates had no significant 
effect upon the accompanying consolidated financial statements. 
2. Earnings Per Share: Net income per share assuming full conversion of the convertible debentures gives 
effect to the dilution which would have resulted from conversion of (a) the 5%/e convertible subordinated 
debentures into 259,036 shares and (b) the 5°/s*/o subordinated guaranteed debentures into 270,270 shares. For 
purposes of this computation, reported earnings were increased by $603,000, the amount of the related interest 
on such debentures net of applicable income taxes. 


3. Long-Term Liabilities: Long-term liabilities at October 31, 1968 and 1967 consist of the following: 


Unsecured— 1968 1967 
5'/2%/e note payable to insurance company, due in varying installments 
LOUIS OFLC SOOO son cals wcclctn atte aie o)alnin wap nln os cece Snsinals ee $ 35,000,000 $35,000,000 
5%e convertible subordinated debentures issued November, 1967 and 
ie Aan R902 ve vara pee Wersleisteleia va ale wis ciols Seicls eiais aisinsielc ute See fel eisle'sawiaisy 24,997,000 - 
5*/«*/o subordinated guaranteed debentures issued September, 1968 and 
Ging EN OG co siete C emis saleniciss.s aes elds cians oe cts cen ante xie «esas cn 30,000,000 = 
7'/4*/e notes payable to banks, due in varying installments from 1968 to 
JO7S oie cd sine shleiiipaigiel dns ininie fs eree'wae. ne Pr 4,032,000 2,800,000 
4°/«°/o note payable to bank, due December = 1,000,000 


$ 94,029,000 $38,800,000 


Assessment liens, purchase money obligations and other notes secured 
only by related land and real estate— 


5°/e - 7%/e assessment liens, due in varying installments to 1989 $ 15,340,824 $ 7,662,716 


QOS | To. ziniervies siaievta's Beis winis'nnin-ernle'e aio (pinta oia'a\a.sie(nnie ae Srstwintnareipintw esta a dat 2,645,923 2,994,304 
4°/o - 6'/2/o purchase money obligations, due in varying installments to 
AGZD | Pare iein oliewineine nisisit sinrurpinlara aie biaiuierun's.'eisie vale piutele vial bial Ob aipinintd e's oleate 2,595,576 3,423,363 


$ 20,582,323 


Assessment liens and purchase money obligations, including notes and contracts payable on land pur- 
chases, are secured only by the related land and do not represent claims against other corporate assets. 

The 5°/e convertible subordinated debentures due November 1, 1992, are convertible at a price of $96.50 per 
share, subject to adjustment under certain conditions. The Company will be required to make sinking fund 
payments beginning November 1, 1978, in an annual amount equal to 5%/s of such debentures outstanding at 
November 1, 1977. Such debentures may be redeemed prior to November 1, 1987, by payment of a premium, 
and thereafter at the face amount. At October 31, 1968, 259,036 shares of stock were reserved for issuance 
upon conversion of these debentures. 

The 5*/«*/o subordinated guaranteed debentures of Utah International Finance Corp. (a wholly owned sub- 
sidiary) due September 15, 1983, are convertible into common stock of the parent company, beginning April 1, 
1969, at a price of $111.00 per share, subject to adjustment under certain conditions. The debentures may be 
redeemed prior to maturity by payment of a premium beginning in 1973. At October 31, 1968, 270,270 shares of 
stock were reserved for issuance upon conversion of these debentures. 

The Company has given no recognition to the requirements of Paragraphs 8 and 9 of Opinion 10 of the 
Accounting Principles Board of the American Institute of Certified Public Accountants, under which the dis- 
count attributable to the conversion privilege of the debentures would be capitalized and amortized against 
income over the life of the debentures. 


4. Construction and Mining Equipment and Facilities: Construction and mining equipment and facilities are 
depreciated, depleted or amortized over their estimated useful lives by use of the unit-of-production, 
straight-line, or declining-balance methods, as applicable. Where amounts deducted for tax purposes exceed 
those recorded for book purposes, appropriate provision has been made in the accounts for the income taxes 
thereby deferred. 


5. Accrued Income Taxes: A substantial portion of the Company's income is derived from dividends, earn- 
ings from mining operations (with a resulting depletion allowance in excess of cost depletion, as permitted 
by the United States Internal Revenue Code), and profit from the sale of investments, all of which are taxed at 


(continued) 


25 


26 


ee EEE ESEeES naan 


Utah Construction & Mining Co. and Subsidiaries 


a 


10 Year Comparison (Consolidated) Years Ended October 31: 


In thousands except per share amounts and number of shareholders 


1968 1967 1966 1965 1964 1963 1962 1961 1960 1959 
6 OS 
Gross Revenue ......+++++++++5 $118,268 113,301 98,453 89,317 59,890 77,756 84,294 81,091 69,179 75,072 


Net Income: 

Before Income Taxes.......+- .. $ 26,081 21,143 17,975 14,551 8,439 7,705 11,871 12,651 10,609 10,456 
After Income Taxes ....... -. $19,944 16,543 13,175 11,016 7,292 7,085 9,321 9,774 9,135 8,362 
Per Share after Income Taxes... $ 4.64 3.85 3.06 2.56 1.70 1.65 2.17 2.27 2.12 1.94 
Dividends Paid: 

CASH occ ereviecieesscccecces $ 6,237 5,590 4,730 4,300 4,085 3.873 3,753 3,376 2,497 2,230 
Capital Stock ...... on 100% 2% 2% 2% 

Per Share .........- sieeeielneene $ 1.45 1.30 1.10 1.00 95 90 86/2 78 58 52 


Common Stock: 

Shares Outstanding ........ eee 4,302 4,300 4,300 4,300 4,300 4,302 2,152 2,111 2,070 2,030 
(Net of Treasury Shares) 

Number of Shareholders....... . 4,468 4,429 4,265 3,796 3,675 3,343 2,835 2,633 2,550 732 

Total Assets..........-..--++ .. $253,245 178,148 159,011 136,097 121,498 122,247 124,094 108,069 91,609 91,359 
(Less Applicable Reserves) 

Working Capital .............-- $ 55,033 9,820 10,696 6,622 11,970 12,691 13,910 10,416 9,943 9,233 

Long-Term Debt ..........- vse. $114,611 52,880 45,282 32,125 32,941 36,984 39,775 33,774 27,814 31,607 


Stockholders’ Equity: 

Net Worth .......... saeesteus . $109,606 95,755 84,802 76,356 69,640 66,480 63,324 57,756 51,358 44,748 
Net Worth per Share.........- - $ 25.48 22.27 19.72 17.76 16.20 15.45 14.71 13.42 11.93 10.40 
De eee eee eS SS eee 


Shares outstanding in 1959 have been adjusted to give effect to 242,533 shares issued on February 1, 1960, as a consequence of merger with Lucky 
Mc Uranium Corporation. Per share amounts for all years have been calculated after giving effect to the stock dividends of 2% paid in 1960, 1961, 
and 1962 and 100% in 1963. The amounts shown as net income before income taxes for the years 1959 through 1965 have been adjusted to give effect to 
the reorganization in 1966 of an affiliate. As a result of the reorganization certain taxes payable upon distribution of the affiliate’s earnings, previously 
provided for by the Company, will now be paid by the affiliate. This adjustment has no effect upon the net income after income taxes as reported. 


Notes to Consolidated Financial Statements (Continued) 


rates lower than those applicable to ordinary income. The Company follows the practice of deferring the 
amount of the investment credit and amortizing it over the average lives of the respective assets. The invest- 
ment credit had no significant effect upon the statement of consolidated income. 

Amounts included in the provision for income taxes shown in the statement of consolidated income which 
will not be due and payable until future periods are $3,460,000 for 1968 and $3,180,000 for 1967, including 
$1,065,030 and $901,584 provision for taxes payable upon distribution of undistributed earnings of affiliates. 


6. Surplus Restriction: The Company's long-term loan agreements with lending institutions contain restric- 
tive provisions, including certain limitations on the payment of cash dividends, on the purchase or redemption 
of outstanding capital stock and on the purchase or redemption of convertible debentures, and on advances to 
or investments in affiliated companies. Consolidated earned surplus in the amount of $16,348,000 was free of 
such restrictions at October 31, 1968. 


7. Revenue: Major construction contracts may extend over a period of years. Accordingly, the Company 
reports income from its construction contracts on a percentage-of-completion basis. The Company's share of 
income from joint venture construction contracts is reported in the same manner, based upon reports sub- 
mitted by the respective joint ventures. Proceeds from claims against owners, or price adjustments arising 
out of construction contracts, are recorded in the year such claims are resolved. No significant items of this 
nature with respect to contracts completed in a prior year were recorded in 1968 or 1967. 


8. Contingent Liabilities and Commitments: Contingent liabilities include the usual liability of contractors 
for the performance and completion of both Company and joint venture contracts. 

A wholly owned subsidiary has obtained commitments permitting borrowings of $50,000,000 from lending 
institutions without the United States, which borrowings, if made, would be guaranteed by the parent com- 
pany. 

Peruvian income tax deficiencies have been proposed against an affiliate of the Company for the taxable 
years 1957 through 1967. The deficiencies are being contested by the affiliate. Based upon advice of counsel, 
the affiliate has advised the Company that it considers it unlikely that the proposed deficiencies will be 
upheld. In the event of an adverse decision, any resulting tax liability of the affiliate, in the Company's 
opinion, would not have a material effect on the accompanying financial statements, and no provision there- 
fore has been made. 

The Company is defendant to certain litigation arising out of the 1960 merger with Lucky Mc Uranium 
Corporation. On October 2, 1967, the trial court rendered a general judgement in favor of the Company. 
Appeal by the plaintiffs is currently pending. The Company has been advised that, in counsel's opinion, the 
appeal is without merit. Accordingly, no provision has been made in the accompanying financial statements 
for any liability arising from such litigation. 

The Company has a lease agreement expiring in 1980 for the rental of its home office. The annual base 
rental under this agreement varies from $254,000 for 1969 to $270,000 for the last five years of the lease. The 
Company also has a long-term lease agreement for equipment requiring payments of approximately $420,000 
annually for a remaining period of five years. 

The parent company's United States federal income tax returns have been examined through 1966 and all 
deficiencies paid. 


Net Income 


1935 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64 65 66 67 68 


Net Income 
Per Share 


1959 60 61 62 63 64 65 66 67 68 


Mineral Sales Backlog 
As of October 31: 


Dividends Stockholders’ 
Doltars Per Share Dotars Equity 
5 1,50 
| 1.25 
1.00 
3 
78 
2 
50 
1 
25 
1959 60 61 62 63 64 65 66 67 68 1959 60 61 62 63 64 65 66 67 68 
Gross Revenue 
swnions (Mining Operations) — ssions Total Assets 


Blackwater Coal 
Mt. Goldsworthy Iron 


1959 60 61 62 63 64 65 66 67 68 


BB actuai 
BB Projectes 


65 66 67 68 69 70 71 72 73 


1959 60 61 62 63 64 65 66 67 68 


‘Millions 


$ Millions 
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$ Millions 
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Utah Construction & Mining Co. 
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Uranium 


Utah’s Lucky Mc properties, located in the Gas Hills District of Wyoming, 
constitute one of the world’s most efficient open pit uranium mining opera- 
tions. The mill, with processing capacity of about two million pounds of 
uranium oxide concentrate annually, went on stream early in 1958 and 
since that time has shipped 14.6 million pounds of concentrate to the 
Atomic Energy Commission and 1.8 million pounds to private customers. 

In 1957, Utah acquired an additional high grade uranium property in 
the Shirley Basin, Wyoming area. This property, an underground opera- 
tion, went into production in 1960, and shipped its ore to the Lucky Mc 
mill for processing. In 1963, with the decrease in annual uranium require- 
ments as a result of the ‘‘stretchout” agreement with the Atomic Energy 
Commission, underground mining operations at Shirley Basin were sus- 
pended in favor of limited production using solution mining techniques. 

During the past three years the demand for uranium to fuel nuclear 
power generating plants has grown immensely. We believe there will be 
an active market and favorable prices for uranium oxide for a number of 
years in the future. In order to assure that Utah can fully avail itself of 
these opportunities we are proceeding with plans to develop the Shirley 
Basin property. The Shirley Basin property holds sufficient reserves to 
support this expansion. 

At Shirley Basin we have planned a mine and mill which will be able 
to produce uranium concentrate at an annual rate of approximately 2.25 
million pounds. When completed, the Shirley Basin mine and mill will 
effectively more than double our capacity to produce U;:Os from the 
present Lucky Mc output of 2 million pounds to a new rate of about 4.25 
million pounds yearly. We estimate the mining facilities and mill at Shir- 
ley Basin will require a capital investment of approximately $20 million. 

The terms of definitive contracts for the sale 
of Shirley Basin concentrates are now being ne- 


gotiated. We plan to start mill construction in 


H LuckyMc © 


1969, and we believe this property will produce H ones 


uranium concentrate in late 1970 or early 1971. 


Previous page; The production of uranium concentrate requires constant and precise analytical work. Utah's 
Lucky Mc Mine, in Wyoming, maintains a well equipped and expertly staffed laboratory for this purpose. 
Opposite: Utah's participation in the expanding nuclear energy industry will be significantly increased by the 
initiation of open pit mining at our Shirley Basin property in Wyoming. In early 1969 scrapers will begin 
stripping some 22 million cubic yards of overburden. Production is scheduled to commence in early 1971. 
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Iron Ore 


Utah's first mining venture in Australia is the Mt. Goldsworthy iron ore 
project located near the northwest coast of Australia. This property is 
controlled by Utah Construction & Mining Co., Cyprus Mines Corpora- 
tion, and Consolidated Goldfields Australia, Limited; each participant 
holding a one-third interest. 

Exploration and development work done to date indicated proven and 
probable reserves of approximately 87,000,000 long tons of high-grade 
direct shipping ore averaging about 64% Fe. Agreements concluded to 
date with the Japanese steel industry call for the delivery of approxi- 
mately 33 million tons of iron ore from Mt. Goldsworthy, of which 8 mil- 
lion tons has been delivered to date. Shipments began in June 1966 at an 
annual rate of 1.5 million tons and will reach 4.2 million tons annually by 
1970. These shipments represent only the sales under long term contracts. 
In addition spot sales can and are being made as market conditions 
permit. 

After provision for existing commitments under contract the owners 
still have available for mining in the Mt. Goldsworthy area proven and 
probable reserves of 54 million long tons of direct shipping iron ore. The 
owners are now considering a phased expansion of the Mt. Goldsworthy 
facilities to an annual production capacity of 8 million tons in 1973. The 
first phase of the planned expansion would 
increase capacity to a 6 million ton annual Mt. Goldsworthy 
rate by mid-1970. New markets are being AUSTRALIA 


actively sought in Japan and Europe for ad- 


ditional sales of iron ore from the project. 


The Mt. Goldsworthy Mine, located in the Pilbara region of Western Australia, is currently producing direct 
shipping iron ore at an annual rate of approximately 4 million tons. Shown on the opposite page are the 
minesite crushing, screening and stockpiling facilities. After size classification the iron ore is loaded on 
unit trains for transport to Port Hedland on the Indian Ocean and thence shipped to Japan's steel producers. 
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Steam Coal 
The largest single deposit of steam coal now controlled by Utah is located 
in northwestern New Mexico. It is held under leasehold from the Navajo 
Indian Tribe, and comprises reserves estimated at approximately 1.1 
billion tons mineable by low cost strip mining methods. 


Under a contract extending for 35 years our Navajo Mine is currently 


delivering coal at the rate of 2.5 million tons per year to fuel electric 


generating plants adjacent to the mine and owned and operated by Ari- 
zona Public Service Company. Two more generating units, owned jointly 
by Southern California Edison Company, Arizona Public Service Com- 
pany and four other utilities, are now being constructed. Under the terms 
of a second 35 year contract Utah will also supply the coal required to 
fuel these additional units. By mid 1970 coal deliveries from the Navajo 
Mine under the requirements of both contracts are expected to rise to a 
yearly rate of 8.5 million tons. This rate of production will be the highest 
of any coal mine operating in the United States. 

By contract with the United States Department of the Interior, Utah has 
acquired the right to purchase 44,000 acre feet of water annually from the 
Navajo Reservoir, beginning in 1972. With the availability of this water 
we will be able to provide a combination of both coal and water estimated 
to be required to supply up to an additional 2,400,000 kilowatts of gen- 
erating capacity over and above that already committed. A generating in- 
stallation of this capacity, if fueled by Utah under the same type of long- 
term contract as our present fuel agreements, would require deliveries of 
an additional 9.7 million tons of coal per year. In such event the total con- 
sumption of Navajo coal by all generating units, including those installed 
would approximate 18 million tons annually. No contracts have yet 
been entered into for the sale of such additional tonnage; however, we 
are actively pursuing this potential mar- 
ket. Even then the Navajo reserves would 
not be fully committed. An estimated 300 
million tons would remain to be marketed 


in the western U. S. to utilities or others. 


In northwestern New Mexico the Four Corners Powerplant is being expanded from 575 megawatts to 2,085 
megawatts. The enlarged capacity will require 8.5 million tons of Navajo steam coal annually. On the oppo- 
site page is a view of one of the two new 755 megawatt units programmed to go on stream in 1969 and 1970. 


Overleaf: The additional coal requirements of the Four Corners Powerplant are being met by new mining 
equipment. This new dragline, the mine's second, has a boom over 300 feet long and a bucket which holds 
65 cubic yards when full. A third dragline is now being constructed and is scheduled for operation in 1969. 
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Metallurgical Coal 
In 1966 we reported to you that Utah had acquired the right to explore 


under an Australian government Authority to Prospect a 1600 square 
mile area in Central Queensland, Australia, containing potential reserves 
of coking coal. In late 1966 Utah formed a joint venture with Mitsubishi 
(Australia) Pty. Limited, with Utah controlling 85% of the venture, for 
the purpose of carrying out this exploration program. 

Intensive exploration and development during the past two years has 
resulted in the delineation of vast reserves of mineable coking coal. An 
agreement has been reached with the Queensland government, and has 
been approved by Parliament, giving the joint venture certain mining 
rights to the coal which has been discovered. 

We have commenced negotiating for long-term sales contracts in the 
Japanese market and hope to be able to report favorable results in the 
near future. We anticipate sales contracts which will provide for deliv- 
eries of a minimum of 4 million tons annually over at least a twelve year 
period. 

An investment of approximately $110 million will be required to pro- 
vide the necessary mining, township and port facilities, together with 
140 miles of railroad construction complete with locomotives and rolling 
stock. The venturers will assume this cost in proportion to their interests 
in the project, Utah’s share being about $94 million. The railroad and part 
of the port will be owned by the Queensland government. 

This will be by far the biggest enterprise and the largest single 
investment undertaken by Utah in its 68 year history. But it repre- 
sents an exceptional opportunity. Metallurgical coal continues to be 
a premium product which is in growing demand worldwide. The 
Japanese steel and chemical industries are the primary markets. The 
deposits are strategically located, and the extent to which they will 
be mined depends on the magnitude of the market that can be de- 


veloped. Subject to the consummation of 


° Central 
satisfactory sales agreements now under Queensland 
° 


discussion the mine could be brought into AUSTRALIA 
production for initial deliveries to market 


during the latter part of 1971 or in 1972. 


A group of Utah's geologists work at extracting an eight-inch core of metallurgical coal from a test hole on 
our coal lease in Northern Queensland, Australia. Proven reserves to date of mineable coking coal are vast. 


Copper 


For the past two years we have been conducting an extensive explora- 
tion and development program on the northern end of Vancouver Island 
in British Columbia, Canada. Last year our efforts were rewarded as we 
defined an area within the “Bay Claims’ now called ‘Island Copper” 
which showed significant copper mineralization. Since that time a pro- 
gram of closely spaced drilling has revealed a copper ore body containing 
approximately 180 million tons of ore assaying .52% copper and .025% 
molybdenum sulfide. Our drilling program still continues as the ore body 
remains to be defined precisely. This deposit is recoverable by open pit 
methods and a mining plan is being developed. 

In order to investigate fully the mining conditions which will be en- 
countered and to obtain ore for a metallurgical pilot plant testing pro- 
gram a test shaft has been sunk on the property to a depth of 200 feet. 
Over 1100 feet of drifts, crosscuts and raises have been driven. We have 
shipped samples of the ore mined from the shaft and drifts to Utah’s 
pilot plant at Cedar City, Utah, for tests which will aid in the design of 
the mill flow sheet. Production rates from 20,000 to 35,000 tons per day 
are under investigation. 

Traditionally, copper is not sold under long-term contracts; instead it is 
usually sold on a basis which relates to quoted market prices. With respect 


to Island Copper, feasibility studies and marketing surveys now being con- 


ducted should permit a decision early in t 
1969 as to whether to proceed with mining e) BRITISH COLUMBIA _ 
operations. An affirmative decision could mete 


result in commencement of mining and mill- 


WASHINGTON 


ing operations during the first half of 1971. 


On the northern coast of Vancouver Island geologists examine a rock face approximately 30 feet under- 
ground in a development shaft on the Island Copper property. The shaft was ultimately sunk 220 feet below 
ground level and exploratory drifts over 1100 feet in length were drilled. Ore samples are now being tested. 


Overleaf: An aerial view of the Island Copper campsite shows the dense forest under which the ore body 
lies as well as piles of sample ore extracted from the test shaft and drifts. It takes considerable planning and 
work to bring a mine into production. Copper ore reserves are now estimated to exceed 180 million tons. 


41 


ae 


Oe} 


“SYNE ene werd 


‘Ne: 


H 
: 


With this far ranging program and with continued efforts for the fu- 
ture, as exemplified by the drilling crew at the left, we believe that 
Utah Construction & Mining Co. will enter its period of greatest and 
most vigorous growth. It is a period of special significance for our com- 
pany and its future. This is so because it will enlarge our role as a factor 
in the natural resources industry and because our endeavors, if suc- 


cessful, will add to the substance and to the continuity of our earnings. 


